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INDEPENDENT AUDITOR'S REPORT

Vil lage Counci l
Vi l lage of Posen
Presque lsle County, Michigan

We have audited the f inancial statements of the governmental act ivi t ies, business-
type activi t ies, major funds and the remaining fund information of the Vi l lage of
Posen, Presgue Isle County, Michigan (the "Village"), as of and for the year ended
December 31, 2006, which col lect ively comprise the Vi l lage's basis f inancial
statements, as l isted in the table of contents. These f inancial statements are the
responsibi l i ty of the Vi l lage's management. Our responsibi l i ty is to express an
ooinion on these f inancial statements based on our audit.

We conducted our audit in accordance with audit ing standards general ly accepted
in the United States of America and the standards applicable to the f inancial audits
contained in Government Auditint Standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the f inancial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence support ing the amounts and disclosures in the f inancial
statements. An audit also includes assessing the accounting principles used and
signif icant est imates made by management, as well  as evaluating the overal l
f inancial statement presentation. We bel ieve that our audit orovides a reasonable
basis for ooinion.

In our opinion, the f inancial statements referred to above present fair ly, in al l
material respects, the respective f inancial posit ion of the governmental act ivi t ies,
each major fund, and the aggregate remaining fund information of the Vi l lage as of
December 31, 2006, and the respective changes in f inancial posit ion and cash
flows, where applicable, of those activi t ies and fund and the budgetary comparison
for the general fund for the year then ended in conformity with accounting principles
general ly accepted in the United States of America.

The Management's Discussion and Analysis and budgetary comparison information
are not a required part of the f inancial statements but are supplementary
information required by accounting principles general ly accepted in the United
States of America. We have applied certain l imited procedures, which consisted
principal ly of inquir ies of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the
information and exoress no ooinion on i t .

Our audit was conducted for the purpose of forming an opinion on the Vi l lage's
basic f inancial statements. The combining and individual fund statements and
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schedules described in the accompanying table of contents are presented for the
purpose of addit ional analysis and are not a required part of the basic f inancial
statements. Such information has been subjected to the audit ing procedures
applied by us in the audit of the basic f inancial statements and, in our opinion, i t  is
fair ly stated in al l  material respects in relat ion to the basic f inancial statements
taken as a whole.

ln accordance with Government Auditing Standards, we have also issued a report
dated June 22, 2OO7, on our consideration of internal control over f inancial
report ing and our test of i ts compliance with certain provisions of laws, regulat ions,
grants and contracts. The report is an integral part of an audit performed in
accordance with Government Audiilng Standards and should be read in conjunction
with this report in assessing the results of our audit.

r i i
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VILLAGE OF POSEN

MANAGEMENT'S DISCUSSION ANO ANALYSIS

This section of the Village's annual financial report presents our discussion and analysis of the
Vi l lage's f inancial  performance dur ing the f iscal  year ended December 31, 2006. Please read i t  in
conjunct ion with the f inancial  statements,  which immediately fol low this sect ion.

USING THIS ANNUAL REFORT

This annual report consists of a series of financial statements. The Statement of Net Assets and
the Statement of Activities provide information about the activities of the Village as a whole and
present a longer-term view of the Village's finances. Fund financial statements tell how these
services were financed in the short-term, as well as what remains for future spending. Fund
financial statements also report the Village's operations in more detail than the government-wide
financial statements.

FINANCIAL HIGHLIGHTS

Assets at December 31, 2006 totaled 92,265.205 for a activities. Of the total, $1,515.043
v r  u E u r  c u t d  L t u  .

Revenues derived from all activities were 9227,679 ($68,099 from the water fund revenues and
$159,580 from governmental fund revenues). Overall expenditures for the Village's combined
activities were $260,236.

The Village has a special assessment revenue bond in the water fund with a balance due of
$465,000 as of December 31, 2006. Capital asset and debt activities are further disclosed in the
Notes to Financial  Statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: (l) Management's Discussion and Analysis (MD&A), (2)
the basic financial statements, and (3) required supplementary information. The basic financial
statements include two different kinds of statements that present different views of the Village.

The first two statements are government-wide financial statements and provide both long and
short-term information about our overall financial status. These statements present governmental
activities and/or business-type activities.

The remaining statements are fund financial statements, which focus on the individual parts of the
vi l lage in more detai l .

The Notes to Financial Statements explain some of the information in the statements and provtoe
more detailed data.



Required supplementary information further explains and supports the financial statement
information with budgetary comparisons.

GOVERNM ENT-WIDE FINANCIAL STATEMENTS

The government-wide statements report information about the Village as a whole, using accounting
methods used by private companies. The Statement of Net Assets includes all of the Village's
assets and liabilities. The Statement of Activities records all of the current year's revenues and
expenditures, regardless of when received or paid.

The two government-wide statements report net assets and how they have changed. Net assets
are the difference between the Village's assets and liabilities. This is one method to measure our
f inancial  heal th or oosi t ion.

Over time, increases or decreases in the Village's net assets are an indicator of whether financial
position is improving or deteriorating.

To assess the overall health of the Village, additional factors such as tax base changes, facility
conditions, and personnel changes may be considered.

Most of the activities of the Village are reported as governmental activities. These would include
the ooerations recorded in the General Fund.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the village's funds,
focusing on significant (majoD funds, not the Village as a whole. Funds are used to account for
specific activities or funding sources. Some funds are required by law or bond covenants. The
Village Board may also create them. Funds are established to account for funding and spending of
specific financial resources and to show proper expenditure of those resources.

The Village has the following types of funds:

Governmental Funds

The Governmental Funds account for most of the Village's basic services. They focus on how
money flows into and out of those funds and the balances at year€nd that are available for
spending. Governmental  funds include the General  Fund and Special  Revenue Funds such as
Major Street and Local Street. These funds are reported using the modified accrual basis of
accounting, which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term view of the Village's
general government operations and the basic services it provides. Governmental fund information
helps one determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Village's programs.

Proprietary Funds

Proprietary Funds account for the Village's enterprise fund. This fund reports services for which the
Village charges customers for the service it provides. Proprietary funds are reported in the same
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way that all activities are reported in the Statement of Net Assets and the Statement of Activities.
The major difference between the proprietary funds and the business-type activities included in the
government-wide statements is the detail and additional information, such as cash flows, provided
in the proprietary fund statements. The enterprise fund is the Water Fund. The Village is
responsible for ensuring that the assets reported in this fund are used only for their intended
purposes and by those to whom the assets belong. The financial statements required for
proprietary funds include a Statement of Net Assets; a Statement of Revenues, Expenses and
Changes in Fund Net Assets; and a Statement of Cash Flows.

FUND ANALYSIS OF THE VILLAGE AS A WHOLE

Net Assets

The Village's net assets as of December 31, 2006 total $1,459,503.

FINANCIAL ANALYSIS OF THE VILLAGE'S FUNDS

Governmental Activities

The Village continued to provide the same services to its residents: administrative, assessing,
elections, Village hall maintenance, road maintenance, tax collection, ambulance service and fire
orotection.

Capital Asset Administration

At December 31, 2006, the Village had $2,081,960 in capital assets, including the town hall, land,
computers and other office equipment, and Water Fund assets. Net of accumulated depreciation,
the Village's capital assets total $1,515,043.

CONTACTING VILLAGE MANAGEMENT

The financial report is designed to provide our citizens, creditors, investors, and customers with a
general overview of the Village's finances and to demonstrate the Village's accountability for
revenues it receives. lf you have any questions concerning this report, or need additional
information, please contact the Village Clerk at (989) 756-2301.



VILLAGE OF POSEN

GOVERNMENT-WIDE STATEMENT OF NET ASSETS
DECEMBER 31, 2006

Govefnmental
Activities

PRIMARY GOVERNMENT
Business-type

Activities Total
ASSETS
Cash and Cash Eq uivalents
Other receivables
lnternal  receivables
CapitalAssets:

Land and Land lmprovements
Infrastructu re
Bui ld ings
Equipment/Furnishings
Water system

Less: accumulated depreciat ion

Total Assets

LIABILITIES
Accounts payable
Accrued interest
Deferred revenue
Internal  payables
Revenue bonds payable:

Amount due within one year
Amount due more than one year

Total  Liabi l i t ies

NET ASSETS
Investment in capital assets net of related debt
Unrestricted

Total Net Assets

315,703
23

3,362

L2,620
361,654

56,137
64,OL2

(454,978)

94,662
336,4L2

3,OOO

85,000
9,500

L,490,O37
(111,939)

410,365
336,435

3,362

1s,620
361,654
r41_,737

73,5!2
1,490,037
(566,917)

358,533 r,906,672 2,265,205

524

7 0

400

336,4r2
3,292

5,000
460,OOO

928

336,4L2
3,352

5,OOO
460,000

598 80s,104 805,702

39,445
318,489

1,010,598
90,971

1,050,043
409,460

3s7 ,934 1,101,569 1,459,503

See Independent Auditor 's Report.

The accompanying notes are an integral part of the f inanciat statements.
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VILLAGE OF POSEN

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

Program Revenues

FUNCTIONS / PROGRAMS
Governmental Activities
Legislative
General government

Public works / Transportation

Total Governmental Activities

Business-tvpe Activities
Water

Total Business-type Activities

Total Government

General-Puroose Revenues
Property taxes
State - shared revenues
Unrestr icted investment earnings

Total General-Purpose Revenues

Change in Net Assets

Net Assets, beginning of year

l,let Assets, end of year

Expenses

$ (17,578)
(23,888)

(100,175)

Charges for
Services

Operating Grants
/ Contributions

Capital Grants /
Contributions

8,901 6,985
o -

65,823

(74L,64!)

(118,s98)

8,901

67,290

6,985 6s,823

(118,598) 67 ,290

(260,239) 76,r92 6,985 65,823



Net Revenue & Changes in Net Assets

Governmental
Activities

Business-type
Activities Total

G7,574\
(8,002)

(34,352)

(17,578)
(8,002)

(34,3s2)

(59,932)

(51,3O8)

(59,932)

(s1,308)

(s1,3O8) (51,308)

(59,932)

7A,L7 4
53,935

5,762

(51,308) Q,fl,24Ot

809

!8,L74
53,935

6,571

77  ,47  L 809 78,680

L7,939

339,995

(50,499)

1,152,068

(32,560)

7,492,063

357 ,934 1,101,569 1,459,503

See Independent Auditor 's Report.

The accompanying notes are an inte€lral part of the f inancial statements.



VILLAGE OF POSEN
GOVERNMENTAL FUNDS

BALANCE SHEET
DECEMBER 31, 2006

General Major Streets

Other Nonmajor
Governmental

Funds Total
ASSETS
Cash
Other receivables
Due from other funds

Total Assets

LIABILITIES
Accounts payable
Due to other funds

Total  Liabi l i t ies

FUND BALANCES
Unreserved, reported in
General  Fund
Special  Revenue Funds

Total Fund Balances

Total  Liabi l i t ies and Fund Balances

58,486

3,292

$ 226,776

$23
64

31,041

o

315,703
2 5

3,362

67,778 226,263 3L,047 319,088

5lt

6
18
64

529
70

s11 82 599

61-,267
226,257 30,965

6L,267
257 ,222

61_,267 226,257 30,965 318,489

6L,774 226,263 3t,o47 319,087

See Independent Auditor 's Report.

The accompanying notes are an integral part ot the l inancial statements.



VILLAGE OF POSEN
GOVERNMENTAL FUNDS

RECONCILIATION OF BALANCE SHEET TO STATEMENT OF NET ASSETS
DECEMBER 31, 2006

Total  Fund Balances -  Governmental  Funds

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reoorted in the
governmental f unds balance sheet:

Capital assets. at cost
Accumulated deoreciation

Total Net Assets - Governmental Activities

$ 318,489

494,423
(4s4,978)

$ 357,934

See Independent Auc,itor's Report.

The accompanying notes are an inte€ral part of the financial statemedts.
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VILLAGE OF POSEN
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCED
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

General Major Streets

Other Nonmajor
Governmental

Funds Total
REVENUES
Taxes
State grants
Interest and renta ls
Other revenue

Total Revenues

EXPENDITURES
Legislative
General government
Public works / Transportation

Total Expenditures

Excess of Revenues over Expenditures

oTHER FTNANCtNG SOURCES (USES)
Transfer from other funds
Transfer to other funds

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance, beginning of year

Fund Balance, end of year

LA,t7 4
90,804

5,228
4,ao!

22,425
5,199

7,973
135

14,77 4
t2!,1,43

10,562
4,70r

118,307

t7,578

16,582

89,770

27 ,625

1,375
4,425

8,048

5J2

3,039

153,980

t7,574
18,289
97,633

123,929 6,200 3,37 t 133,500

(5.622) 2r,425

s,600

4,677 20,481

5,600 5,600
5,600

5,600 5,600 Lr,200

(5,622)

66,889

15,825

2ro,432

LO,277

20,688

20,4At

298,O09

61_,267 226,257 30,965 318,490

See Independent Auditor,s Report.

The accompanying notes are an integral part ot the financiat statements.



VILLAGE OF POSEN
GOVERNMENTAL FUNDS

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES TO STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

Net change in Fund Balances -  Governmental  Funds

Amounts reported for governmental activities in the
statement of net assets are different because:

Governmental funds report capital outlays as
expenditures, whi le in the statement of  act iv i t ies,
these costs are allocated over their estimated
useful lives as depreciation:

Depreciation expense
Capital asset purchases capitalized

Change in Net Assets -  GovernmentalAct iv i t ies

20,480

(2,547)

17,939

See Independent Auditor's Report.

The accompanying notes are an integral part ot the f inancial statements.



VILLAGE OF POSEN
PROPRIETARY FUND

STATEMENT OF NET ASSETS
DECEMBER 31, 2006

Eusines9type Activities
Enterprise Funds

Water Fund

ASSETS

Current Assets

Cash

Tota lCurrent  Assets

Noncurrent Assets

Other receivables - noncu rrent

Capital assets

Land /  Bui ld ing

Equipment

Water system

Accumulated deprec iat ion

Total noncurrent assets

Total Assets

LIABILITIES

Current  L iabi l i t ies

Accounts Payable

Internal  payable

Bonds payable

Tota l  Current  L iabi l i t ies

Noncurrent  L iabi l i t ies

Deferred revenue

Bonds payable

Tota l  Noncurrent  L iabi l i t ies

Tota l  L iabi l i t ies

NET ASSETS

Invested in capital assets net of related debt
Unrestricted

Total Net Assets

Reconciliation of Government-wide Statement of Net Assets:

Net assets of business-type activities

94,662
94,662

336,4r2

88,000
9,500

1,490,037
(111,9s9)

1,812,010

r,906,672

400
3,292
5,000
8,692

336.41-2
460,000
796,472

805,104

1,O10,598

90,971
1,101,569

See Independent Auditor 's Report.

The accompanying notes are an integral pan o{ lhe linancial slatements.

1,101,569



VILLAGE OF POSEN
PROPRIETARY FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET ASSETS
FOR THE FISCAL YEAR ENDED DECEMBER 31. 2006

Eusiness-type Activ t ies
Enterprise Funds

Water Fund

OPERATING REVENUES
Charges for services

Total Operating Revenues

OPERATING EXPENDITURES

Personal services

Contractual services

Licenses and fees

Uti l i t ies

Suppl ies and other

Depreciat ion
Total Operating Expenditures

Operating Income (Loss)

NONOPERATING REVENUES (EXPENDITURES)

lnterest income
Interest Expense

Total Nonoperating Revenues (Expenditures)

Change in Net Assets

Net Assets, beginning of year

Net Assets, end of year

Reconci l iat ion:

Net Change in Fund Balances - Proprietary Fund

Change in Net Assets of Business-type Activities

67,290

67,290

1 1 4 4

9,822

1",L44
5,32!

4,474

74,320
96,392

(29,LO2)

809
(22,2O6t

(27,397\

(50,499)

1,1s2,068

1,101,569

(50,499)

(50,499)

See Independent Auditor's Report.

The accompanying notes are an integral part of the f inancial statements.



VILLAGE OF POSEN
PROPRIETARY FUND

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED DECEMBER 31. 2006

Business-type Activities
Enterprise Funds

Water Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments employees for services

Net Cash provided (used) by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital assets
Interest paid on bonds
Principal  payments on bonds
Capital grants

Net Cash provided (used) by capital and related
f ina ncing act iv i t ies

CASH FLOWS FROM INVESTING ACTIVTTIES
Interest on investments

Net increase (decrease) in cash

Cash, beginning of year

Cash, end of year

Reconciliation of Income (Loss) from Operations to
Net Cash Provided by Operating Activities

Income (loss) from operations

Adjustments to reconcile income (loss) from operations to net
cash provided (used) by operating activities

DeDreciat ion
Change in assets and liabilities:
Increase (decrease) in due to other receivables
Increase (decrease) in accounts payable

Net cash provided (used) by operating activities

45,1_LO
(72,250)
(LO,2L4\

22,646

(22,206)
(5,OOO)
22,LaO

(s,026)

809

18,429

76,233

94,662

(50,499)

7 4,320

(1,s75)
400

See lndependent Auditor 's Report.

The accompanying notes are an integral pan of the f inancial statements.

22,646



VILL,AGE OF POSEN

NOTES TO FINANCIAL STATEIVIENTS
December 31, 2006

NOTE 1 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of Village of Posen. Presque lsle County, Michigan (the "Village") conform to generally
accepted account ing pr inciples ( 'GAAP") as appl icable to governments.  The fol lowing is a summary of  the
most significant policies.

The Governmental Accounting Standards Board ("GASB') is the accepted standard-setting body for
establ ishing govern mental  account ing and f inancial  report ing pr inciples.  OnJanuary 7,2004, theVi l lage
adopted the new governmental reporting model and implemented GASB Statement No.34, Easic Financial
Statements - and Management s Discussion and Analysis - for State and Local Governments. Under the
provisions of this and other of the most current GASB statements, the focus of the Village's financial
statements has shifted from a fund focus to a government-wide focus.

THE REPORTING ENTITY
The Village was organized in L877, and covers an area of approximately one square mile. The Village
operates under an elected Council comprised of a Village President, Treasurer, Clerk and six Trustees,
and provides services to its approximately 300 fulltime residents.

The Village's basic financial statements include the accounts of all Village operations. The criteria for
including organizations as component units within the Village's reporting entity, as set forth in Section 2100
of GASB's Codification of Governmental Accounting and Financial Reoorting Standards. include whether:

.  The organizat ion is legal ly separate (can sue and be sued in their  own name)

. The Village holds the corporate powers of the organization

. The Village appoints a voting majority of the organization's board

. The Vi l lage is able to impose i ts wi l l  on the organizat ion

. The organization has the potential to impose a financial benefit/burden on the Village; andlor

. There is fiscal dependency by the organization on the Village

Based on the aforementioned criteria, the Village has no component units.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

Measurement focus reters to what is being measured; basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurement made, regardless of the measurement focus applied.

Government-wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of
Changes in Net Assets) report information on all of the non-fiduciary activities of the primary government.
For the most part, the effect of interfund activity, within the governmental and business-type activities
columns, has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmenta I revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.
The Statement of Activities demonstrates the degree to which direct expenses of a given function or
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segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment;
and (2) operating or capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment.

The government-wide statements and fund financial statements for propfietary funds are reported using
the economic resources measurement focus and the accrual basis of accounting. The economic resources
measurement focus means al l  assets and l iabi l i t ies (whether current or non-current)  are included on the
Statement of Net Assets and the operating statements present increases (revenues) and decreases
(expenses) in total net assets. Under the accrual basis of accounting, revenues are recognized when earned,
including unbilled water and sewer services which are accrued. Expenses are recognized at the time the
l iabi l i ty is incurred. The Vi l lage has presented the fol lowing major propr ietary fund:

Water Fund

Water Fund is used to account for the provision of water services to the residents of the Village. Activities
of the fund include administrat ion, operat ing and maintenance of the water system and bi l l ing and
collection activities. The fund also accounts for the accumulation of resources for, and the payment of,
long-term debt. Costs are financed through charges to customers.

Governmental Funds

Governmental funds are those funds through which most governmental  funct ions are typical ly f inanced.
The measurement focus of  governmental  funds is on the sources, uses and balance of current f inancial
resources.

Governmentalfund financial statements are reported using the current financial resources measurement
focus and are accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual, i.e., when they become both
measurable and available. "Measurable" means the amount of the transaction can be determined and
"available" means collectible within the current period or soon enough thereafter to pay liabilities of
the current period. Expenditures generally are recorded when the related fund liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences, are recorded only when payment is due.

The Village segregates transactions related to certain functions or activities in separate funds in order to
aid financial management and to demonstrate legal compliance. Separate financial statements are
provided for governmental funds, proprietary funds and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial statements. Majorfunds
are generally those that represent ten percent (LOo/o) or more of the respective fund type assets, liabilities,
revenues or expenditures. All non-major funds are aggregated and presented in a single column.
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property taxes, franchise fees, licenses, state-shared revenue, charges for service and interest associated

with the current fiscal period are all considered to be susceptible to accrual and so have been recognized

as revenue of the current fiscal period. All other revenue items are considered to be available only when

the government receives cash.

The Village reports the following major governmental funds:

Ge@ral_Eund

The General Fund is the general operating fund of the Village. lt is used to account for all financia{

resources except those required to be accounted for in another fund. Financing is provided primarily by

property taxes and state shared revenues. All general tax revenues and other receipts that are not restlicted

by law or contractual agreement to some other Ju nd are accounted lor in this f und. Genetal operating

expenditures, fixed charges and capital improvement costs that ate not paid through other funds are paid

from the General  Fund.

Major Street Fund

Major Street Fund is a legally mandated fund to account for specific proceeds of ]evenue from the Michigan

Department of Transportation and to account for the legally restricted expenditures of those funds related

to the maintenance and construction of major roads within the Village'

The Village reports the following fiduciary fund:

Trust and Aqency Fund

The Tax Collection fund is used to account for property taxes collected for the Village and as an agent for

other governmental units. Fiduciary activities are not reported in the government-wide linancial

statements, in accordance with GASB Statement No. 34'

ASSETS, LIABILITY AND NET ASSETS OR EQUITY

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits, cash in savings and money market accounts.

Investments

Investments are stated at cost, which approximates market, and consist of certificates of deposit with

maturity values of three months oJ longet

Caoital Assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.9., roads, bridges,

sidewalks, and simi lar i tems) are reported in the appl icable governmentalact iv i t ies column in the

government-wide financial statements. fhe Village defines capital assets as assets with an initial
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individual cost of $500 and anv assets susceotible to theft. Such assets are recorded at historical cost
or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation. Expenditures for maintenance and repairs are charged to current
expenditures as incurred. When capital  assets are disposed, the cost and appl icable accumulated
depreciation are removed from the respective accounts and the resulting gain or loss is recorded in
operatrons.

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 20-50 years
Land improvements 15-20 years
Vehicles 510 years
Furni ture and other equipment 3-10 years

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities statement of net assets. In the fund financial
statements, governmental fund types recognize the face amount of debt issued as other financing sources.
lssuance costs are reported as debt sewice expenditures.

Fund Equity

ln the fund financial statements, governmentalfunds repod reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance repfesent that portion of fund equity for which the Village has made tentative
management plans that are subject to change. Undesignated fund balance indicates that portion of fund
equity which is available for budgeting in future periods.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles
requires managemenl to make estimates and assumptions that affect the reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

COMPARATIVE DATA

Comparative data for the prior year is not included in the Village's financial statements.

ACCOUNTING CHANGE

ln June 1999, the GASB unanimously approved Statement No. 34, previously referenced in these Notes to
Financial Statements. Effective January 7,2OO4, the Village implemented the provisions of GASB 34.
Changes to the Village's financial statements as a result of GASB 34 are as follows:
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. A Management's Discussion and Analysis (MD&A) section providing analysis of the Village's
overall financial position and results of operations.

. Government-wide financial statements (Statement of Net Assets and Statements of Activities)
prepared using ful l  accrual  account ing for al l  of  the Vi l lage's act iv i t ies.

.  A change in the fund f inancial  statements with a focus on major funds.

. Capital assets in the governmental activities 6olumn of the Statement of Net Assets include
assets previously feported in the General Fixed Asset Account Group.

.  Liabi l i t ies in the governmentalcolumn of the statement of  Net Assets include bonds and other
long-term obligations previously reported in the General Long-ierm Debt Account Group.

NOTE 2 - STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY

Budgets and Budgetary Accounting

Budgets are adopted by Village officials in compliance with GAAP and State law, specifically P.A. 621 of
1978 (the Uniform Budgetary Act), for the General and Special Revenue Funds.

The budget document presents information by fund and function. The legal level of budgetary control
adopted by the governing body (i.e., the level at which expenditures may not legally exceed appropriations)
is the function level. State law requires the Village to have its budget in place by January 1. Expenditures
in excess of amounts budgeted are a violation of Michigan law. State law permits entities to amend their
budgets during the year; there was one significant amendment during the current fiscal year.

The Village follows the following procedures in establishing the budgetary data reflected in the financial
statements:

1. Prior to the beginning of the fiscal year, the Village Clerk submits to the Village Council a
proposed operating budget for the fiscal year, commencing on January 1.

2. Public hearings are conducted to obtain taxpayer comments.
3. Prior to Oecember 31, the budget is legally enacted through passage of a resolution.
4.  Budgeted amounts are as or iginal ly adopted, or as amended by the Vi l lage Counci l .
5. All appropriations lapse at year-end.

Budgets are to be prepared on the same basis of accounting as the financialstatements.

Excess of Expenditures Over Appropriations in Budgeted Funds

P.A. 621 of 1978, Section 18 (1). as amended (MCL 141.421 et seq.) provides that a local unit shall not
incur expenditures in excess of  the amount appropr iated. In the body of the f inancial  statements,
the Village's actual expendilures and budgeted expenditures for the governmental funds have been shown
on a functional basis. The approved budgets of the Village for these budgetary funds were adopted to the
activity level.

During the year ended December 31, 2006, the Village incurred two expenditures that exceeded the
amount appropr iated.
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Fund Deficits

The Village had no accumulated fund balance deficits.

NOTE 3 _ DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section L29.97, aulhotizes the Village to deposit and invest in the accounts of
federally insured banks, credit unions, and savings and loan associations; bonds, securities and other
direct obligations of the united states, or any agency or instrumentality of the united states; united states
government ol federal agency obligation repurchase agreements, banker's acceptance of United States
banks; commercial paper rated within the two highest classifications, which mature not more than 27O
days after the date of purchase; obligations of the State of Michigan or its political subdivisions which are
rates as investment grade; and mutual funds composed of investment vehicles which are legal for direct
investment by local units of government in lvlichigan. Financial institutions eligible for deposit of public
funds must maintain an of f ice in MichiAan.

All accounts are in the name of the Village and a specific fund. They are recorded in Village records at cost.
Interest is recorded when deposits mature or is credited to the applicable accounl.

The caption on the combined balance sheet relating to cash and cash equivalents and investments of
$410,365 represents deposits in two financial institutions located in Presque lsle County, Michigan in
va rying amounts.

Investments are categorized into three categories of credit risk.

. Category 1 - Insured or registered, or securities held by the Village or its agent in the
Vi l lage's name;

. Category 2 - Uninsured and unregistered, with securities held by the counterparty's
trust department or agent in the Village's name; and

. Category 3 - Uninsured and unregistered, with securities held by the counterparty or
by its trust department or agent but not in the Village's name.

At year end the carrying amount of the Village's deposits were classified as to risk as follows:

Cit izens Nat ional  Bank
Calci te Credi t  Union

lnsured Un insured
$ 100,000 $ 53,147 $

100,000 L57,2r8

Total
L53,!47
257,274

200,000 $ 210,36s $ 410,365
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NOTE 4 - PROPERTYTAXES

December 1, 2OO5 Tax Levy
Current Property Taxes , Fees & Others

Tax Roll Returned
to county collected 2006

Uncollected 20OG Current Taxes.
2005 Tax Roll Taxes Fees & Other

Village of Posen $ 17,752 $ 1.309 S L6.443

2006 sEV $s,824,200
2006 Taxable Value $4,262,419

Taxes are levied on December 1of each year and are payable by February 15 of the following year.
Payments after the February 15 date are considered delinquent. TheCountyof Presque lsle's revolving
Bond Fund purchases the delinquent real property taxes of the Village and payment is normally received
by June 30. Delinquent personal property taxes are immaterial and not accrued.

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the current fiscal year follows:

Balance
t/t/2oo6 Addi t ions Deletions

Governmental activities:
Capital assets not being depreciated

La nd
Capital assets being depreciated

Bui ldings
Equipment
lnfrastructure
Total capital assets being depreciated

Less: accumulated depreciation
Total capital assets being depreciated, net
Governmental activities capital assets, net

26,425
39,445 $

Balance
t/ t/2006 Addi t ions Deletions

Business.type activities:
Capital assets not being depreciated

Land
Capital assets being depreciated

Bui ldings
Equipment
Infrastructure - Water System
Total capital assets being depreciated

Less: accumulated depreciation
Total capital assets being depreciated, net
Business{ype activities capital assets, net

!,472,594

Balance
72/37/06

12,620 $

s6,137
64,O12

361,6s4

72,620

56,137
64,OL2

361,654
481,803

(454,978)
481,803

(454,978)
26,425
39,445

Balance
t2/37/06

3,000 $

85,000
9,500

1,490,037

3,000

85,000
9,500

!,490,O37
1,s84,537
(111,939)

1,584,537
(111,939)

1_,472,594
$ 1,475,598 $ $ 1,475,s98
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Depreciation was charged to the Village's functions as follows:

Governmental activities
General government

Total depreciation expense-governmental activities

Business-type activities
Water

Total depreciation expense - business-type activities

This amount represents 2005 and 2006 depreciation for the Water fund.

NOTE 6 - LONG -TERM DEBT - WATER FUND

$ 2,54r
$ 2,541

$ 74,320
$ 74,320

The following is a summary of the debt outstanding in the Village as of December 31, 2005:

Principal
Bonds Interest Rate Original Debt Outstanding

Water Fund-Series 2002 Up to 5.25'/. $ 483,000 $ 465,000

The annual principal requirements for the years ending December 31, 2006 through 20Og for all debts
outstanding as of December 31, 2006 are as follows:

Amount
7 / 7/2OO7
7 / 7/2OO8
7/7/2OO9

Thereafter
Total

5,000
5,000
5,000

450,000
$ 465,000

The following is a summary of long-term debt transactions of the Village for the year ended
December 31, 2006:

Long-term debt at January 1, 2006
Principal payments
Balance December 31, 2006

$ 470,000
s,000

$ 46s,000

NOTET-RISKMANAGEMENT

The Village is exposed to various risks of loss related to property loss, torts, errors and omissions, employee
injuries, as well as medical and worker's compensation benefits provided to employees. The Village has
purchased commercial insurance for property, personal liability, umbrella coverage, worker's compensation
and medical benefits claims. Settled claims for commercial insurance have not exceeded the amount of
insurance coverage in any of the past three years (see GASB Codification jsection C-50.141).
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NOTES - PENSION PLAN

The Village provides pension benefits through a defined contribution plan covering all fulFtime employees,
which is administered through an underwri ter.  In a def ined contr ibut ion plan, benef i ts depend solely on
amounts contributed to the plan plus investment earnings. In accordance with these requirements, pension
expense for this fiscal year was $720.

The plan was established in lieu of participation with the SocialSecurity system. The Village is responsible to
make payments to the plan at a Council-approved percentage of payroll rates. The Village has no ownership
or responsibility for benefit payments to its employees. Sole responsibility for benefit payments has been
transferred to its underwriter in the Dlan.
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INDEPENDENT AUDITORS' REPORT OVER INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERTVMENTAL AUDITING STANDARDS

June 22,2OO7

Honorable President and
Vil lage Counci l  Members
Vil lage of Posen
Presque lsle County, Michigan

We have audited the f inancial statements of the governmental act ivi t ies, the business-type
activi t ies, each major fund, and the aggregate remaining fund information of the Vi l lage of Posen
as of and for the year ended December 31, 2006, which col lect ively comprise the Vi l lage of
Posen's basic f inancial statements, and have issued our report thereon dated June 22,2OO7. We
conducted our audit in accordance with audit ing standards general ly accepted in the United State
of America and the standards applicable to f inancial audits contained in Government Audit ing
Standards, issued by the Comptrol ler General of the United States.

Comol iance

As part of obtaining reasonable assurance about whether the Vi l lage of Posen's f inancial
statements are free of material misstatement, we pedormed tests of i ts compliance with certain
provisions of laws, regulat ions, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of f inancial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompf iance that are required to be reported under Government Auditing Standards

Internal Control Over Financial Reoort inE

In planning and performing our audit,  we considered the Vi l lage of Posen's internal control over
f inancial report ing in order to determine our audit ing procedures for the purpose of expressing our
opinion on the f inancial statements and not to provide assurance on the internal control over
f inancial report ing. Our consideration of the internal control over f inancial report ing would not
necessari ly disclose al l  matters in the internal control over f inancial report ing that might be
material weaknesses. A material weakness is a condit ion in which the design or operation of one
or more of the internal control components does not reduce to a relat ively low level r isk that the
misstatement amounts would be material in relat ion to the f inancial statements being audited
may occur and not be detected within a t imely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
f inancial report ing and i ts operation that we consider to be material weaknesses.

gHANM M. ,IOI1N9JI{, CTA -2& KKI9IY L SJHULE CTA



This report is intended solely for the information and use of the audit committee and
management of the Vi l lage Counci l  and State of Michigan, federal awarding agencies and pass-
through enti t ies and is not intended to be and should not be used by anyone other than these
specif ied parties.

Johnson & Schulze PC
Alpena, Michigan



VILLAGE OF POSEN
REQUIRED SUPPLEMENTAL INFORMATION

NONMfu OR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET

DECEMBER 31, 2006

Assets

Cash

Due from other funds

Total Assets

Liabi l i t ies

Due to Other Fu nds
Accounts Payable

Total Liabilities

Fund Balance

Total  Liabi l i t ies and Fund Balance

Spec ia l  Revenue Fund

Local Street Fund

31,041

o

3t,o47

62

30,965

37,O47

64
18

See Independent Auditor 's Repon.

The accompanying notes are an integral part of the f inancial statements.



VILLAGE OF POSEN
REQUIRED SUPPLEMENTAL INFORMATION

NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

Revenues

State grants

lnterest and rentals
Total Revenues

Expenditures
Publ ic works

Total Expenditures

Excess of Revenues Over Expenditures

Other Financing Sources (Uses)

Transfers form (to) other funds

Net Changes in Fund Balance

Fund Ealance, beginning of  year

Fund Balance, end of year

SDec ia l  Revenue Fund

Local Street Fund

7,913

135
8,048

3,371
aa '?4

4,677

s,600

ro,277

20,588

30,965

See Independent Auditor 's Report.

The accompanying notes are an integfal part of the f inancial statements.



VILLAGE OF POSEN
OTHER SUPPLEMENTAL INFORMATION

GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE. BUDGEI AND ACTUAL

FOR THE FISCAL YEAR ENDED DECEMBER 31. 2006

Original
budget

FinalAmended
Budget Actual Variance

Revenues
Taxes
Current tax levy
Delinquent taxes and fees

Total Taxes

State Grants
State revenue shar ing
Metro Act
State Grant-wel l  abandonment
Liquor l icense

Total State Grants

Interest and Rentals
lnterest
Rents

Total Interest and Rentals

Other Revenues - Miscellaneous

Total Revenues

$ 16,000
500

L6,443
L ,737

76,443
I  -7?1

16,500

22,OOO
1,500

1,000

La,r1 4

23,596
1,385

68,323
1,118

ra,!74

23,596
1,385

65,823
1,118

(2,50o)

24,500

600
4,800

94,422

424
4,800

9r,922

424
4,800

(2,5oo)

5,400

1,OOO

5,228

2,243

5,224

2,983

$ 47,400 r20,to7 118,307 (1,800)

(CONTINUED ON NEXT PAGE)

See Independent Auditor 's Repolt.

The accompanying r lotes are an integral part of the f inancial statements.



VILLAGE OF POSEN
OTHER SUPPLEMENTAL INFORMATION

GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED DECEMBER 31. 2006

(CONTINUED FROM PREVIOUS PAGE)

Original
budget

Final  Amended
Budget Actual Variance

ExDenditures
Legislative
Vi l lage Counci l
Trustee salaries
Fringes and taxes
Legal and audit
Zoning
Suppl ies and other

Total Legislative

General  Government
President
Salary

Total President

Elections
Wages
Suppl ies and other
Print ing and publ icat ion

Total Elections

Clerk
Salary
Suppl ies and other

Total Clerk

$ 6,250
1,800

10,ooo
1,600

150

$ 4,650
7,723

973
1_,205

4,625
1,135

973
1_,205

25
(L2)

19,800

1,600

7 ,95L 7,938

1,360

t3

1,360
1,600

350
800
200

1,360 1,360

6858

1,350

3,100
500

2,675
326

2,675
326

6868

3,600 3,001

(CONTINUED ON N EXT PAGE)

3,001

See Independent Auditors Report.

The accompanying notes are an integral part ot the t inancial statements.



VILLAGE OF POSEN
OTHER SUPPLEMENTAL INFORMATION

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

(CONTINUED FROM PREVIOUS PAGE)

Original
budget

Final  Amended
Budget Actual Varia nce

Expenditures
Treasurer

Salary
Suppl ies and other

Total Treasurer

Vi l lage Hal l
Wages

Su ppl ies

Office
tnsura nce
Utilities
Repairs  and maintenance

Telephone

Other costs
Total Village Hall

Total General Government

Public Works
Repairs  and maintenance

Water Superintendent Salary

Wel l  Abandonment

Street lighting
Total Public Works

Total Expenditures

Excess of Revenues Over Expenditures

Net Change in Fund Balance

Fund Balance, beginning of year

Fund Ealance, end of year

1,400
1,200

L,245

r,242
L,285

1,383 (t4L\

2,600

700
100

I,OOO
4,300
?  oqn

500
7,700

8.015
J . 5 5  '

862
559

5,574

z,bb6 (L4L\

64L

8,015

3,337
862
557

I 5

0

25
25,250 19.067 18.965

34,400

10,550
5,000

5,000

z0,uzJ

592

2,809

80.704

5.949

z0,voz

592
2,760

80,629
5,949

/ ? o r

49
75

0

20,550 90,o54 89,930

7 4,7 50 r24,O28 123,930

(27,350)

(27,350)

66,889

(3,921)

(3,921)

66,889

(5,623)

(5,€23)

66,889

(! ,702)

(1_,702)

$ 39,539 62,968

See Independent Auditor's Repori.

The accompanying notes afe an inleSral part of the financial statemenls.

61,266 (1-,7 02)
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June 22.2OO7

Honorable President and
Vi l lage Counci l  Members
Village of Posen
Presque lsle County, lvlichigan

We are very appreciative for the opportunity not only to bid the audit for the Village of
Posen, but also to be of service to your organization.

Our office is submitting an electronic copy of the audited financial statements, as well as
this letter of comments and recommendations in PDF format to the State Treasurer's
office. The audit should be formally accepted by your board and indicated so in your board
minutes.

We conducted our audit of the Financial Statements of the Village in accordance with the
auditing standards generally accepted in the United States of America. The following
summary explains both our responsibilities and the responsibilities of the management of
the Vi l lage.

.- Management has the responsibility for adopting sound accounting policies, for
maintaining an adequate and effective system of accounts, for the safeguarding of
assets, and for devising an internal control structure that will, among other things,
help assure the proper recording of transactions. The transactions that should be
reflected in the accounts and in the financial statements are matters within the
direct knowledge and control of management. Our knowledge of such transactions
is limited to that acquired through our audit. Accordingly, the fairness ot
representations made through the financial statements is an implicit and integral
part of management's accounts and records. However, our responsibility for the
financial statements is confined to the expression of an ooinion on them. The
financial statements remain the responsibility of management.

Materiality plays a very important role to auditors. We place a larger emphasis on items
that have a greater chance of having a material error that those in which the possibility of
such an error is remote. Materiality defined is, "the magnitude of an omission or
misstatement of accounting information that, in light of surrounding circumstances, makes
it probable that thejudgment of a reasonable person relying on the information would have
been influenced by the omission or misstatement."

An independent auditor's objective in an audit is to obtain sufficient competent evidential
matter to provide a reasonable basis for forming an opinion on the financial statements.
Since evidence is examined on a test basis only, an audit provides only reasonable
assurance, rather than absolute assurance, that the financial statements are free from
material misstatement. Therefore, there is a risk that audited financial statements may
contain undiscovered material errors or fraud. The existence of that risk is imolied in the
phrase, " in our opinion."

999-354-e7 07
FAX 999-354-97 09

gHANNA M, ,IOIINgJI, CTA KRIgfi L gCHLILZL cTA



Auditing standards require us to inform you of significant issues encountered in performing
the audit. We have no significant issues to report to you at this time. Audit adjustments
will be provided to and reviewed with management at a convenient time in the near future.

Comments and Recommendations for the 2006 Audit Onlv

1. Internal Controls
Due to a relatively small number of employees involved in the accounting process for the
Village, it is very difficult for the Village to maintain a complete separation of duties. lt is
understood that a complete separation of duties is not realistic with the current board
members. lt is the Eoard's decision to determine to what extent it makes financialsense to
separate the financial duties, i.e., at what point do the benefits of a stronger internal control
outweigh the additional costs. We list this item within our comments and
recommendat ions for the purpose of reminding the Board of  the l imitat ions in their  internal
control system.

We do not believe the internal control structure to be a material weakness and mention it
only because it is a required communication of the Statement of Auditing Standards No.
60.

2. Depreciation

During the audit of the 2006 Financial Statements, it was discovered that depreciation for
2OO5 was not recorded. In order to have the accumulated depreciation correctly reported,
the 2006 year contains twice as much depreciation expense. Because the Village is only
required to be audited every other year, it went undiscovered.

Recommendation: We will provide depreciation schedules to the Village for recording
purposes. lf there are any questions regarding the entry or any additional assets that
should be entered, please feel free to contact our office to have the schedules updated for
entry purposes.

Acceptance bv Board of Audited Financial Statements

We suggest that the Village board make a tormal acceptance of the audited financial
statements at the next available opportunity and note such in the minutes.

Lastly, we would like to close by extending our sincere gratitude to the Eoard for your
patronage, as well as your trust in us to provide you with a quality audit on a timely basis.
The management of the Village was excellent to work with, providing us with courteous and
timely answers to our inquiries. We are always available should there be any questions,
concerns or comments regarding this audit or any other issues that may arise.

Respectfully submitted,

A 'i'-* ,'
Johnson &Schulze PC

Alpena, Michigan


